Annual Report 


of the 


Bessemer and Lake Erie 
Railroad Company 


For the Year Ended December 31, 

1968 


BOARDS 

V\V\Y> 

Ji. 

















Annual Report 


of the 


Bessemer and Lake Erie 
Railroad Company 


For the Year Ended December 31, 

1968 











/• 








CONTENTS 


Directors and Officers . 

Opinion of Independent Accountants . 

Balance Sheet . 

Statement of Income . 

Statement of Retained Income and Notes to Financial Statements 

Property Changes . 

Statistics on Operations . 

Mileage of Road Operated . 

Map of Road . 


Page 

1 

3 

4-5 

6 

7 

8 

9-10 

10 

11 


co 

< 


CT> 

CO 

cn 


CM 

























BESSEMER AND LAKE ERIE RAILROAD COMPANY 


General Offices, Four Gateway Center, Pittsburgh, Pennsylvania 


DIRECTORS 


F. A. Fitzpatrick 
H. Frantzen,Jr. 
V. W. Kraetsch 
R. D. Lake - - 
F. W. Okie - - 
D. B. Shank - 
M. S. Toon - - 


Chicago, Illinois 
Pittsburgh, Pennsylvania 
Pittsburgh, Pennsylvania 
Pittsburgh, Pennsylvania 
Pittsburgh, Pennsylvania 
Duluth, Minnesota 
Pittsburgh, Pennsylvania 


OFFICERS 


F. W. Okie ------- President Pittsburgh, Pennsylvania 

R. D. Lake .Vice President Pittsburgh, Pennsylvania 

V. W. Kraetsch ----- Vice President—Finance Pittsburgh, Pennsylvania 

R. B. Hood ------- Assistant to President, 

Secretary and Treasurer Pittsburgh, Pennsylvania 

H. Frantzen, Jr. - - - - - Comptroller Pittsburgh, Pennsylvania 


1 




















The following is a report of operations and affairs of the BESSEMER AND LAKE ERIE 
RAILROAD COMPANY for the year ended December 31, 1968. 

The loyal and efficient services rendered by the officers and employes during the year are 
gratefully acknowledged. 


F. W. OKIE 

President 


Pittsburgh, Pennsylvania 
March 3, 1969 
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OPINION OF INDEPENDENT ACCOUNTANTS 


To the Board of Directors 

Bessemer and Lake Erie Railroad Company: 

In our opinion, the accompanying balance sheet and related statements of income and re¬ 
tained income present fairly the financial position of Bessemer and Lake Erie Railroad Company at 
December 31, 1968 and the results of its operations for the year, in conformity with generally ac¬ 
cepted accounting principles. These principles have been applied on a basis consistent with that 
of the preceding year, except for the change, which we approve, in the method of calculating de¬ 
preciation and after giving retroactive effect to adjustment of retained income, accumulated recorded 
depreciation, and deferred taxes on income as described in Note 1. Our examination of these state¬ 
ments was made in accordance with generally accepted auditing standards and accordingly included 
such tests of the accounting records and such other auditing procedures as we considered necessary 
in the circumstances. 


Price Waterhouse & Co. 


Pittsburgh, Pennsylvania 
February 28, 1969 
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BESSEMER AND LAKE ER 
BALANCE SHEET D 

ASSETS 

Current Assets: 


Cash . $ 450,851 

United States Government and 

Other Marketable Securities at cost (approximates market) . 9,447,685 

Receivables . 4,480,746 

Materials and Supplies . 3,304,614 


Total Current Assets. 17,683,896 


Property Investments: 

$116,754,502 

54,780,820 61,973,682 


Properties (Exhibit IV) . 

Less—Depreciation (Notes 1 and 2) 


Other Assets and Deferred Charges 


424,000 


$80,081,578 
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IE RAILROAD COMPANY 
ECEMBER 31, 1968 


LIABILITIES 

Current Liabilities: 

Accounts Payable . 

Accrued Taxes (Note 4) . 

Total Current Liabilities . 


Other Liabilities and Reserves: 

Other Liabilities and Deferred Credits 
Reserve for Self-insured Losses. 


$ 25,242 

285,131 


Long-Term Debt Due After One Year: 


First Mortgage 2%% Series A Bonds, due December 1, 1996 . 7,709,000 

Less — Bonds Held in Treasury (including 1969 Sinking Fund Installments of 

$319,000) . 1,521,000 


Total Liabilities 


Deferred Federal Taxes on Income (Notes 1 and 4) 


Shareholders’ Equity: 


Capital Stock: 

Common-No Par-Authorized and Issued-10,000 Shares. 500,000 

$3 Cumulative Preferred-$50 Par-Authorized and Issued-40,000 Shares. 2,000,000 

$1.50 Cumulative Preferred-$50 Par-Authorized and Issued-200,000 Shares . 10,000,000 


Total Capital Stock. 12,500,000 

Retained Income (Exhibit III). 46,466,747 


Total Shareholders’ Equity 


Exhibit I 


$ 7,881,030 
4,070,696 


11,951,726 


310,373 


6,188,000 


18,450,099 


2,664,732 


58,966,747 


$80,081,578 
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Exhibit II 


BESSEMER AND LAKE ERIE RAILROAD COMPANY 
STATEMENT OF INCOME FOR THE YEAR ENDED DECEMBER 31, 1968 


Revenues: 


Operating Revenues . 

Income from Rental of Equipment (Net) . 

Non-operating Income (Net) . 


$38,402,412 

1,532,521 

1,000,522 



40,935,455 

Costs: 



Operating Expenses (Note 3): 

Maintenance: Way and Structures. 

Equipment . 

Transportation . 

All Other . 

$ 4,001,476 
3,307,507 
9,052,578 
3,312,046 


Total Operating Expenses . 

Interest on Debt and Other Fixed Charges. 

Tax Accruals other than State and Federal Income Taxes. 

Federal and State Income Taxes (Note 4): 

Current . 

Deferred . 

7,989,173 

1,434,137 

19,673,607 

222,607 

1,709,194 

9,423,310 



31,028,718 

Income Before Extraordinary Item . 


9,906,737 

Extraordinary Item due to Sale of Equipment, Net of Applicable Income Tax 
of $272,590 . 


1,929,289 

Net Income. 


$11,836,026 
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BESSEMER AND LAKE ERIE RAILROAD COMPANY 
Comparative Statistics on Operations—1968 vs. 1967 




1968 

1967 

Increase 

Miles of First Track Operated. 


221 

201 

20 

Tons—Revenue Freight—North . 

South . 


12,609,534 

17,125,549 

13,553,507 

17,266,156 

943,973f 

140,607+ 

Non-Revenue Freight . 

Total 

29,735,083 

54,173 

30,819,663 

84,696 

1,084,5 80f 
30,523f 


Grand Total 

29,789,256 

30,904,359 

1,115,103+ 

Carloads—Revenue Freight—North. 

South . 


210,182 

205,089 

224,944 

209,953 

14,762+ 

4,864+ 


Total 

415,271 

434,897 

19,626+ 

Tons One Mile—Revenue Freight—North 


1,182,613,727 

1,217,106,642 

1,221,603,888 

1,072,130,774 

38,990,161 + 
144,975,868 

South ... 


Non-Revenue Freight . 

Total 

2,399,720,369 

2,965,542 

2,293,734,662 

4,141,994 

105,985,707 

1,176,452+ 


Grand Total 

2,402,685,911 

2,297,876,656 

104,809,255 

Freight Train Miles. 


769,171 

735,540 

33,631 

Locomotive Miles 

Diesel Locomotives: Freight . 

Switching—Train . 

Yard . 


759,738 

112,398 

267,114 

721,024 

112,128 

283,008 

38,714 

270 

15,894+ 


Total 

1,139,250 

1,116,160 

23,090 

Work Service . 


8,209 

14,818 

6,609+ 


t Decrease 
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BESSEMER AND LAKE ERIE RAILROAD COMPANY 
Comparative Statistics on Operations—1968 vs. 1967—Continued 


Car Miles —Freight Service (In Thousands) 

1968 

1967 

Increase 

Loaded . 

33,043 

36,853 

3,810f 

Empty . 

15,745 

14,990 

755 

Total Car Miles. 

48,788 

51,843 

3,055f 

Averages 

1968 

1967 

Increase 

Revenue Freight: Tons per Car—North . 

South . 

Total . 

59.99 

83.50 

71.60 

60.25 

82.24 

70.87 

.26f 

1,26 

.73 

Miles Hauled per Ton—Revenue Freight .... 

80.70 

74.42 

6.28 

Revenue: per Ton . 

per Ton Mile . 

per Train Mile . 

per Loaded Freight Car Mile . 

$ 1.214 

$ .0150 

$ 47.00 

$ 1.0940 

$ 1.069 

$ .0144 

$ 44.92 

$ 0.8965 

$ .145 

$ .0006 
$ 2.08 
$ 0.1975 

Per Mile of Road: Freight Train Miles. 

Locomotive Miles Transportation Service . . 

Freight Service Car Miles. 

Ton Miles — Revenue Freight. 

Freight Revenue . 

t Decrease 

3,480 
5,155 
220,760 
10,858,463 
$ 163,574 

3,659 
5,553 
257,925 
11,411,615 
$ 164,365 

179+ 
398+ 
37,165+ 
553,152+ 
$ 791+ 


BESSEMER AND LAKE ERIE RAILROAD COMPANY 
MILEAGE OF ROAD OPERATED AT CLOSE OF YEAR 1968 


Passing 


Switching 

Tracks 



First 

Track 

Second 

Track 

Crossovers 

and 

Turnouts 

Miles 

of 

Way 

Miles 

of 

Yard 

Owned and Operated: 

Conneaut to North Bessemer 

(via K. O. Line) . 

139.46 

35.36 

16.32 

55.06 

103.78 

K. O. Jet. to K. Y. (via Shenango) . 

12.05 

1.97 

.70 

1.60 

20.25 

Erie to Cascade. 

.90 

_ 

.43 

_ 

2.03 

Wallace Jet. to NA Tower. 

8.37 

_ 

1.15 

2.52 


Meadville Jet. to Meadville. 

15.39 

_ 

.51 

2.04 

_ 

Lynces Jet. to Conneaut Lake Park. 

.96 

_ 



_ 

Branchton to Hilliards. 

10.23 

_ 

.22 

1.98 

_ 

Queen Jet. to Dewey. 

20.37 

— 

.76 

5.54 

_ 

Operated Under Trackage Rights: 

Cascade to Wallace Jet. 

(Norfolk & Western R.R.) . 

12.20 



4.33 


North Bessemer (Union Railroad Co.) . 

1.29 

.34 

.09 

13.11 

_ 

Dock No. 4—Conneaut, Ohio 

(P&C Dock Co.) . 

— 




.31 

Total Mileage Operated December 31, 1968 ... 

221.22 

37.67 

20.18 

86.18 

126.37 
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Exhibit III 


BESSEMER AND LAKE ERIE RAILROAD COMPANY 
STATEMENT OF RETAINED INCOME 


Amount Transferred from Income (Exhibit II) 
Cash Dividends . 

Retained Income at End of Year. 


, 1968 


Appropriated 

Unappropriated 

$11,823,939 

(11,823,939) 

$42,050,697 

11,836,026 

(7,419,976) 

— 

$46,466,747 


NOTES TO FINANCIAL STATEMENTS 


Note 1: 

The Interstate Commerce Commission requires that depreciation be recorded in the accounts at rates pre¬ 
scribed or approved by it. For federal income tax purposes, however, additional amounts of depreciation have been 
deducted for certain facilities as permitted by Certificates of Necessity or by the Internal Revenue Code of 1954. 
Prior to 1968, the Company had shown as appropriated surplus the amount of $10,635,000 equal to the accumu¬ 
lated excess of depreciation and amortization deducted for federal income taxes over that which is allowed under 
Interstate Commerce Commission regulations. In addition, the Company had shown as appropriated surplus the 
amount of $1,230,000 representing the amount of deferred investment credit. For purposes of its annual report to 
shareholders, the Company, as of January 1, 1968, transferred the amount of such excess depreciation to accumu¬ 
lated recorded depreciation and such deferred investment credit to deferred taxes on income; also 1968 depreciation 
of $2,365,327 has been calculated on a straight-line basis and based upon the excess of tax depreciation over re¬ 
ported book depreciation, provision of $1,557,000 has been made for deferred taxes on income. In 1968, $628,500 
of current investment credit was included in net income. 

The Company keeps its accounts in accordance with the rules and regulations of the Interstate Commerce 
Commission which do not permit the recognition of deferred income taxes; in addition, there are differences in de¬ 
preciation expense and in gains on disposition of properties. For Interstate Commerce Commission purposes net 
income was $9,783,000. 

Note 2: 

In accordance with Interstate Commerce Commission track accounting regulations, rails, ties and other 
track materials are not depreciated. The railroads follow an acceptable alternate practice of “replacement” 
accounting for rails, ties and other track materials instead of the usual depreciation accounting. Under this method, 
replacements in kind are charged to expenses and only improvements and additions are capitalized. The amounts 
capitalized are not depreciated. 

Note 3: 

The employees of Bessemer and Lake Erie Railroad are covered under a pension plan. Pension costs 
are determined by an independent actuary, based upon various actuarial factors, and are funded over the future 
by payment into pension trusts. For 1968, the cost of pensions amounted to $616,000 compared with $577,000 
in 1967. 

Note 4: 

The company is a member of an affiliated group filing a consolidated tax return and the provision for 
federal income tax represents an allocated share of the consolidated tax. 
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Exhibit IV 

BESSEMER AND LAKE ERIE RAILROAD COMPANY 
PROPERTY CHANGES DURING THE YEAR 1968 



Balance 

Dec. 31, 1967 

Additions 

Retirements 

Balance 
Dec. 31, 1968 

Road Property . 


$ 556,903 

$ 285,750 

$ 51,099,517 

Equipment: 

Diesel Locomotives . 

Freight Train Cars. 

Work and Miscellaneous Equipment .... 

. 12,125,724 

. 1,114,784 

26,739 

8,396,355 

183,195 

339,459 

7,299,005 

102,194 

11,813,004 

47,633,725 

1,195,785 

TOTAL EQUIPMENT . 

. 59,776,883 

8,606,289 

7,740,658 

60,642,514 

Miscellaneous Physical Property. 

. 4,999,256 

53,541 

40,326 

5,012,471 

TOTAL PROPERTY. 

. $115,604,503 

$ 9,216,733 

$ 8,066,734 

$116,754,502 


UNITS OF EQUIPMENT INSTALLED OR RETIRED—1968 



Available 

Dec. 31, 1967 

Installed 

Retired 

Available 
Dec. 31, 1968 

Locomotives—Diesel: Freight (Units) ... 

. 32 

_ 

2 

30 

Switching . 


— 

— 

1 

Multiple Purpose . 

. 39 

— 

— 

39 


Total 72 

— 

2 

70 

Freight Train Cars: Hoppers . 

. 7,119 

997 

1,579 

6,537 

Gondolas . 


465 

15 

1,633 

Ore Hoppers . 

. 677 

— 

31 

646 

Box Cars . 

. 278 

— 

12 

266 

Other . 

. 230 

2 

3 

229 

Caboose Cars .... 

. 25 

— 

— 

25 


Total 9,512 

1,464 

1,640 

9,336 

Company Service Cars. 

. 36 

2 

— 

38 

Piggy-Back Trailers . 


_ 


24 
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